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19 MAR 1975

MEMORANDUM FOR: Director of Central Intelligence ‘ —
g1
THROUGH: Deputy Director for Adminis!raﬁoj -
SUBJECT: Request for Additional Funds to Upgrade the
Agency's Computer Systems and Supporting
Utilities
REFERENCR: DDA Memorandum to DCI, ssme subject,

dtd. 14 Feb 75 (DDA 75-0684)

1. In the attached memorandum the DDA describes the growing
probiem which OJCS has in trying to meet increasing requirements
for comsputer support with existing equipment and facilities. He
polats out that although a comprehensive reequipping plan was
developad last year, lack of funds has made it impossible to proeced
with the plan. Hs goes on to describe an opportunity which has
been presented because of a change in IBM pricing plans and !
which would make the purchase of our largest computer, the mM
$68/195, both practical and economical. In brief, the new pricing
plan permits us to apply more of the past rentals to the present ;
cost of the machine and thus to buy & 37.5 million computer for
sbout $3.8 million,

2. Taking this opportunity as a point of departure, the DDA
has had OJCS davelop a new equipment plan, which is attached to his
memorandum. It calls for the phased installation of four lerge computers
of the IBM 370 series beginning with the first 370/168 in FY 1976 and j
adding three others over the next two years. In combination with the |

360/198 these computers are expected to be adequate to support the | 1OR|/CDF Pages E
growing demands being made for computer service. only

3. In order to achieve this goal, the proposal requests reserve
releases of $1,769,000 in FY 1975 and $2,645,000 in FY 1976. Only
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part of this money is for ADP equipment; over half ($2.4 million) is

for site preparation and power equipment essential if the new ADP plan
is & be adequately supported Dy other logiztical services. We are
slready preasing the limits of the available om-line and emergency
power, air conditioning and chilled water supplies available for elec-
tronic equipment of all kinds, including that of Communications and OEL
as well as OJCS. The additional loads created by the firat two 1é8's
would carry these logistics services over the brink in 2 classic case of
s final (large) straw breaking the camel's back. It is impessible to
separate the funding requirements for these supporting services from
the tetal cost of upgrading cur ADP. The new logistical facilities have
langthy lead times, and commitments will have to be made carly in

¥Y 1976 i the computer squipment plan is o be kept on schedule.
Implicit in the proposal is the thought that if we wait until FY 1977 funds
sre avallable, criticslly important ADP capabilities would not be avail-
able until PY 1978, long after predictable workloads have ocutatripped
eapacity.

4. We have called {o the attention of DDA the difficulty which
we believe the Agency would encounter were i te present OMB with
& requast for s reserve release divided between two fiacal years as
proposed. Sscking a way to make the reserve relecase request more
stirattive, we rearranged the dats submitied by the DDA and arrived
at a propesal which concentrates on the purchase of the 360/198 in
FY 1978 with o The computer costs
m !t year o lesse and 1t Is the preospect of saving this meney

used to justify » reserve release at this time. As pointed

out on page 3 of the attachment, rental costs over the next five years
would exceed the combined costs of hase plus maintenance during
thmepeﬂedhymntbq We have discussed this
sltermative funding srrangemen DDA, who agrees that it is
& reasonable substitute for his original proposal.

5. Were wo o seeR a reserve relesse for this purchase, the
FY 1975 squipment budget for OJCS, exclusive of the budget for the
unit receptly tranaferred from the DDO, would be increased fr
millon The comparabls budget for FY 1976 ﬁ;
million. budgets include funds for the rent the
compiuter *I;izh we now propose to buy, and this rent monsy (less what
has already been spent for rent this year and less about $200,000 for .
maintonance next mr) would be used to provide for the aite preparation,
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gemerator equipment, etc., needed to make it possible to pursue the rest
of the QJCB equipment plan. The budget for FY 1977 would be expectad
to riss somewhat and for each of the succoading two years
to semething over reflecting the significant increase in
capakility which the expensive 370/168's will provide. (You will find
thuse figures in Tab 5 of the DDA proposal, but please note that thelr
totals for FY 19785 and FY 1976 will be different if the variation which

we have developed is adopted. The Transition Quarier will siso cause
some adjustments in the totals for esch yenr.)

6. There is a third alternstive way to buy the 360/195. Ii ia possible
t» arrange with IBM for the purchase of the computer on Hime, making
a swmall down payment this year and paying million in sach of
the four succeeding years. This would be less economical than cash
paymant because there are, understandably, finencing coste when paynent
is deferred. If we were io apread the cost over the next four years, we
would have to pay over $§00,008 more for the unit than it would cost
us today, but we would bs able to do so without having to ask OMB for a
resexve release. Swuch a plan would force OJCS to defer its acquisition
of the 370/148 computers in order to genersie sufficiont slack in the OJCS
budget for this year and next to cover the cost of necessary site preparation
and olectrical equipment. We also discussed this altermative with the DDA,
whe charged OJCS to study it and report their conclusions. They advize
that although the long-range plan calls for four 376/168's, the immediate
noed is for two. They assert that unless theoe twe ave drought in ss
seheduled (In June and July 1976, respectively), OJCS camnot expect
to keop wp with growing demand. "Credit® purchase of the 360/195,
combined with acquisition in the next two years of two 376/168's, would
fron only $700,000 in equipment funds in FY 1976 to apply to the reguisite
oaginesring projects, so to support the plan Logistics would need
willion for logistics no later then early FY 1976. Without n ressrve
ralesse the only scurce for this money would be reprogramming, and
we cannot at this moment predict with any confidence how much the
Agency will have te work with in PY 1976.

7. My reaction to the DDA proposal has been celored by my strong
opinion that we must attack more vigorously the management problem
of spparently endisss proliferation in ADP applications. 1 beliave that
belors the long-range equipment plan for OJCS has been locked in, we
should make every effort to reduce the inancial requirements by eliminating
from the computer warkload any tasks which we can identify as marginal
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in value. It is possible that 3 more modest equipment plan which includes
retention of the 360/195 purchased on time, coupled with an aggressive
program to refine our ADP requirements tc ensurc that we ara getiing

our 2oney's worth from every ADP spplication, could ssrve the Agemcy
over the long term, I plan to develop some detatled recommendations for
mamagemont discussion during our Pregram Review in July.

8. The DDA strongly recommends that we attempt to convince OMB
of the sconomiss tc be gained in spending some $3.85 million of reserve
mensy now in order tc purchase the 340/195. That alternative certainly
kas merit as relief to the taxpayer, but pose, I'm afraid, as a proper
wos of the Contingency Reserve. My own personal preference is to
purchase the computer on a time-payment plan, but I realize that we
sonnot simply ignore the concern which the DDA and hs poopls have
that our computer capacities are in danger of carly inundation. In
addition, the DDA and OJCS have the practical and immediste problen
of planning and budgeting for the next two years,

9. The cptions appesr to be:

8. Seek 2 reserve release now forl te bay
- the IBM 349/19% and begin to implement the OJCS computer

syuipment plan; or
». Buy the IBM 360/195 on the time—payment plan.

Selection of option b. mld lead to & second sat of sptions, which are:

€. Reprogram ju FY 1976 to cover the
logistice facilitics required to suppert the ADP plan; or

4. Defer portions of the plan as necessary mﬁl inte
¥Y 1976, Transition Quarter, or FY 1977 funds are available
for wpgrading logistical services.

Both the DDA and I believe you should receive s briefing on the preblem
before you reach your decisions.

DiwtrBissoter, 0JCS ORI
Orig. - Addressee ‘ '

4
D O/Compt/AG[________ |slh (19 March 75)
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